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SUMMARY OR
: Qaport purports to doscriba the mechanics of East-West trsde
matorials, in considerable detail, and giving sevoral methods of oparation, ine
cluding typleal financisl dealings. It proposes remediss involving penetratlon
rwethods, followed by seizure of ships or cargoes. '

in strategic

Commont:  Sourco, & knowledgeable former foreign reprassntative of a country
now in the castern bloec, is undowbtedly accurate in his degeription of these
deals, though probably too optistimistic ag to the possibility of stopping them
by the wethods he describes.
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~ East - West Trado

i Thare follows a translation of a letter furnished by a confidentlal
scribing thy mechanics of Eagt ~ West trade in stratemic materials,

ko

[ANTeS ol
spaciiically applicabile to that passing through Belgim in "eransit” status,
! bub applying equally Lo any of the "freze port" countries of Rurops.

: L

: Taferring to our pravious conversation, I hava the honor to present ) 4
i tha fodloaing deserintion of the mechanies of Belglsn tvade in strategie :
: products with the USSR and saitellite countries (operations of other countries
are the same).- ’ '

: Ae The Communists rerely purchase strategle materials directly; rather,
; thay waintein individuals, companies or private bauks sbroad {a) disposing of
oxtensive socrot funds, These individuals or firms employ agents (bg vho ars :
; uzually membors of the Comwunist Party in their own couwntry or country of resi- 1
| ‘ donce. (In any case, individuals or membsrs of fims entrusted with a mission
which mipht lead Lo their discovery never aro membars of the Comavnist Pazby.) .
Thelr task is 4o consact firms (¢) which, in the hope of a good profit, will
apgres to sell for delivery te the Bast. Often these fims (¢) are well-knom j
and well-considersd. They justify their action by the fact that legislation |
and ccomwexcial treabtiss do not prohibit this trade with the East and it is ;
advantegoous to their national econcmy. B

In order 1o avold consequences of this trads (black list, refusal of ;
visas, ehe ), these vespactable firms often organize covert salling companies ‘
(d) of not too sound a nature or a corporation with a zridiculously small capital ‘ :
managed by & trusted person {foxmer eaployee, eitc.). 1 ]

On their side, the Cowmunist firms (a) and their agents {(b) often foim ;
govert or front companiss (6). These sttempt to establish relationships with g
5 vomularly astablished conpanies (f) which have a reputation of Willingnass io i
! engage In opsrations raturning a geod profis,

B In addition o tho parbicipation of commercial €irss and banks, trade
with the Soviets requixes thoe coopsratilon of maritime agencies {I') for the
transporbation of merchandisc., The Commwnists have friendly ahipping agents
in every maritims cowntry, often supported by financial assistance from (2},
(p) or (e). bub thers ars also respoctable maritime apgoncies wiich lend thomw
solves to irregular operatiens in exchange for good eomrissions.,

Co The purchass and forwarding of strategic merchandise is usually
accomplished in the Jolloving manner's

The end purchaser, that is, the Communist purchasing orvgsnizabion, asks |
the company (a), with the agent {b) or the company (a) to procurs from i
respoctable compandes (e) strategic items which are Juadispensable to the USSR
and Satallites.

On assuranses that tho strategic merchandiss is supposodly destired Foi
o NATO couwntry ox g neutral comiyy, the respectable company (wore often it knows |
very woell that tha items will go &0 the Fastll) offors the product directly i
E to (8) or the agent (b) or to the company (o) and if (b} and (o) already have & i
raputation of trafficing wlth the East the offer is made throush the covert or i
front company (d)s For exanple, on the demand of (a), (b) er (a), the U, &. 4
or Canadian, atc., firm, offers the merchandise with all the nacessory erport i
documents (license, invoica) to the buyer (a), (b), (e)s (d), or (f), whe is i
rogularly esteblished, for example, in Belgium., The sale is made Cosb-Insurance-
Fraight Pelglum or Cosi~Insurance-freight transit Belgiuvm., In the meantiim,
compang (¢) roceives for its records notification frem (b), (e) or () that the
morchandlee has beern resold Lo a company (b?), (e!) or (£1), esiablished in a
counbry other then thae country of tho primary destinabion, and Company (o) 3§
agked L0 send Ghs MeYChanclsn LOSL-iNSurante-Frolent translt Belglum, for, for

e 7
atains informztion .
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ovanple, Uenmoak, Switzorland, Tran, etc. Companies (b'), (e') or (£1) )
compardes with confidential reletionships with (8), (b), (o) and (£).

At this Juncture, ths end purchaser sends a notlce of credit to compary
(b), (8) or (f) and those give a guarantoe of delivery which is, generally, two
por cenbs  As soon as the guavanbee of delivery is given, company (a) converts v
the notlce of credit to a sipght draft. -

Firm (a) which is the confidential Communist buyer - the name of which
in often unknown to {c} and even (b?), (e') or (£!') - nomally buys FOB Turopo
with payment on receipt of shipping documonis. As the destination of overseas
werchandise acld Cost-Insurance-Froight Europs nust be indicatsd on dopariture
: and since the Communist buyor (a) only gives a sight draft on receipt of shipping
! documents FOB Burcps, a bank (g) must participate to finance the operation covers
ing embariowent by compauy (c) and resmbarkwent by (b), (e), (£) or (b*), (s?) or
(£%). to poin% of final destination. Such banks exist and they financae the
oparation for & two poy cent commisslon.

S The illsgal aspset of Lho operaiion. As i& saen from the asbove exposs,

‘ purchase of strategic matervial by (b), (4), (o) or (f) from (¢} is pexrfectly

legal and expedition %o a Buropesn port is also effected in a most leopgal wanner.

§ Once the sale ls consumated -- and while the goods are in tranglt - the byyer (b)),
(a), (e) or (f) rescils ths goode, mors often fictitiously, to (bv), (o) dr .~ 4
: (i"sf, Theso latTsy Campanles, which nust necesHarlly B8 Located in a counyry . .
othex than tho ons to which (o) scld and ehipped the goods, advise ths msriitime 3
apency (£) that the goods bava been rescld to a Satellite and that the desti-
nation indicated by (¢) no longer holds pood, The maritime agency therefore

; doss not make a debarkation declaration for the country designated by the

! original seller (c), but transfers tha goods FOB to tha shippexr of the primery
‘ buyer (a). As long as the Pori or Custaue authoritics recelve no complaint,
they do nol, intervens LecAUSe o OPOTALion JOSE NOL Congern Lheir countiy,

! © The first gudlyy party is (b'), {(e') or (£'), which gives the maritime agoncy
. the order to chango “he destinabion of tha goods knowing thal the goods had ;
bean purchased by (b), (o) or (V) for o WATH or noulial country. Tho sscund - §
gullty party is the maritime agency which tyensfers the goods ©o en Lastern
destination kmowlng that according to the shipping documents from company {c)
the goods wars destined for a ATO or neutral counbrv. ‘

There are graver cases, L. ©., when the maritime aganey dolivers fictitiovs 3
ahipping documents to (b?), (a?) or (f£') showing destimation as a FATO port -

and travsfers the goods to the ¥est. This is done to oliminate the Linancing 4
bank (g) snd increases profit for company (e). i 4

Femady. 7o stop this traffic it is sufficlent %o notify Port and Custous
authoiities that goods embaxked on such and sueh a ship were ot cold for an
Lagtern cowtiy, On tho basis of this complaint, Custons and Poxt aubhoribiss
have tha ripght to verify the variocus declarations of the maritime agency and
¥ o soizg tho goods. Inasmuch as the original =eller (c¢) has already been paid,
coniiocalion of the goods rapresents a direct loss for the Coamunicts and, ohova
all, disorganization and suspicion and Loss of confidence among the intermediaries -
(b), (8), (£)s (%), ('), (£7), tho maritime mpency, and the Tinancing bonk (g)e -
Th is, in eifect, oxiremely difficult among so many pa-ties to determing where
the loss took placsl : .

oy

I have explained t o you that I have obsorved this traffic and that I
know the companies{a), (b), (e), (e), (£), (b?), (o!) and (£'), as well o the
maritins sgencios and tho banks. I have also explained to you thai in prostice i
the work in Belgium is very erpansive —- hecavse the Belglan view of the mattor ¢
sees nothing incongruous in working with the East in the event thnt such traffic g
i
|

brings a profit. Ths Belgian way of wiswing things accepts equally Amorican
aid and Communist profits and £inds nothing incompatible in these two activities,

WATE: TH13 Qosument ¢ ains informetion  alferliig 1ha not. o In any masnse 7o 8n unauihorimd poreon 1o frohibited
knal defanss of tha United States withln fho measlsg af o Taw. ’ ' ke ? e
Bylonaga Ack, £0 (L 8, C.31 und 32, as_emended. its framtyg 41, i
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Collaborators and informexs (firms and employees of these firms) must be re~-
wardsd and paid; it is impossible for me to find voluntary infoimers by con- -
viction, Lven voluntary informers must be considered suspect, because thers
is great danger thay may be well-paid by Communist counter-espionage. Currently,
Communist propaganda among the Belgians insinuates that "tha Amaricons are alx-
ing in our privote affairs which do not concern tham"l :
& o® W

Thera Follows & note glving mors specific details (though not the nanes of
riyas involved),in tho cases of two Communist purchases of copper which he olaius
heve passed tiwoush iransit ports vecently. He alleges that ons of thesa "doala®
was for 4,000 tons and the other; 10,000, Roth arc supposed to have been ¢OnsSURe
sated suceassfully through Robterdam and financad through Switaerland.

Refarring-to-ny exposé of 12 Juns 53, T am sble to present tho folicuing
concerning tho Ji,000 tons of coppers: ’

Buyst {a), a company which is working for Commmnist sccout, will rive a
$3,000,000 draft through its Swiss bank payeble apgaiunst shipping documents
¥OB Rotberdam. The sellor (¢) will embayi tho goods in fmerics and will
{urnish ths necessary documents {licanse, Westcertificata, abe.) Lo embark
the shipment FOB Rotlerdam and eollsct the $3,000,0C0 at the bank in Sw
Tt is clear that the documents of company (¢ will net give the USSH for
Poland as destination bub ratner a HATO or neutral country. A maritinme agavcy
in Rotterdsn will embark the gocds and will give the confidential ovder avd
necesvary papers so that the ship will change 1%8 destination for a Russian or
satellite port. It will be possible to seize the shipment by stopplng the ship
after embariment and as scon as it will have lefd the port.

Put the sellor requires payment for the mexchandise FOB an Amorican g:f;r'b_.'
and a bank is necossury to advance the $3,000, 000 which will bo repaid o ’
Switzeyland apainst shipping docunents FOB tiobterdan.

Tn the case of 10,000 tons of copper, the seller {¢) requests the buyse
(2) to furnish a Weshcertificate. In chtaining such a certificata for a IAid
or neutral country and knoring the number of tho cortificata, the {ivam .and
lepal destination, it will be onsy to datain the ship end selza the shipuent
after its transfer to the ship which will transporh the carge o the Last in
stoad of to the Westcertificate destination.

* % % :

Comment: Source's description of the fairly complicated procoss of arranging
Last - West trade deals appears credible, though i1t is believed that soms of
these arrangements are probably even mors sntricate than his ontline, espenially
as regards financing.

‘The vemedy proposéd is certainly over-simplified and way well be gn-
tirely impracticable, in the opinion of certain members of this Embassy.
Source's somewhat cynical but nevertheless roalistic way of dascribing tho
attituds of Balgian firms probably applies to a cevtain section of Belglan
of ficialdom as well, particularly at the Llower working levels where palms
are undoubtedly greased and eyes find it convenient to look tho other way.

On the othor hand, and for the moment ovarlooking the difficulties
of petting the vitally necessary of ficial cooperation, his cbsservations as
to the effect of pursuing such cases %o the point of confiscation are wndoubtadly
true. That is, the wisks of the business being what they are and payment, in
effect, being made bofors actual final dslivery, any successful blocking ovaration
would mean a dead loss to Comnies and collzborators all down the 1line.
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:‘_ "fm rn‘: up an ol *uwc and coutinuing operation bLocunter this
by conran ontell a rabher large, spocial ized and e
£ Chwioualy, thora is a sbrong rigk that afber two or
: wounld be “bhlown' o a degree veguiviug an entively
5 PY avortioless, "e.'i; poars cvmant thaty short of  a rovars: 2L
b and thn profit-b g dngtinet of the normal busi RODEMAN,
; rEHILY wd clandos tioo counbarimoves will have much effact in checking
i }151'3..' < Yent brado. i
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